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OATH OR AFFIRMATION

I, Lawrence J. Lawson, III, swear (or affirm) that, to the best of my knowiedge and belief the accompanying

finanzial statement and supporting schedules pertaining to the firm of Lincoln International L.L.C., as of
December 31, 2006, are true and

correct. I further swear (or affirm) that neither the company nor any

partner, proprietor, principal officen or director has any proprietary interest in any account classified solely as

that of a customer.

Sworr and subscribed to me on the
_&LQ_ day of February 2007
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McGladrey & Pullen

Certified Public Accountants

Independent Auditors’ Report

Member of
Lincoln International LLL.C

We have audited the accompanyirig

that you are filing pursuant to RuLe 17a-5 of the Securities and Exchange Commission. This financial statement is the
agement. Qur responsibility is to express an opinion on this financial statement based on

responsibility of the Company's ma
our audit.

statement of financial condition of Lincoln Intemnational LLC as of December 31, 2006

We conducted our audit in accordgnce with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statement is
free of material misstatement. An audit includes examining, on a test basis, evidence supporiing the amounts and
disclosures in the financial statement. An audit also includes assessing the accounting principles used and significant

estimates made by management, as

well as evaluating the overall financial statement presentation. We believe that our audit

provides a reasonable basis for ouropinion.

In our opinion, the statement of fiancial condition referred to above presents fairly, in all material respects, the financial

position of Lincoln Intemational LL(
the United States of America.

ND’
Chicago, lllinois

February 28, 2007

as of December 31, 2006 in conformity with accounting principles generally accepted in

International - 1

an affiliation of separate and independent legal entiies.

McGladrey & Pullen, LLP is a member firm of RSW




Lincoln International LLC
Statement of Financial Condition

December 31, 2006

Assets

Cash and equivalent
Certificate of deposit
Accounts receivable

Unbilled client disbursements regeivable

Receivable from related parties
Investments
Prepaid expenses

Furniture, equipment and leaselold improvements, net

Other assets
Total assets

Liabilities and Member's
Liabilities
Accrued bonuses and other ex

Equity

penses

$ 6,114,738
233,523
1,598,745
301,636
244,509
12,500
216,590
1,182,621

36,361

$ 9,941,223

$ 1,617,711

Accrued profit sharing contribition 511,744

Deferred rent liability 366,263
Total liabilities 2,495,718
Member's equity 7,445,505
Total liabilities and member'T equity $ 9,941,223
See accompanying notes. 2




Lincoln International LLC
Notes to the Statement of Financial Condition
December 31, 2006

Note 1 Nature of Activitjes and Significant Accounting Policies

Lincoln International LLC (the [Company") (an Illinois limited liability company), which operates from
leased office space in Chicago, Los Angeles, and New York, is in the business of investment banking and
providing merger and acquisition and private capital raising advisory services related to middle market
businesses worldwide. The Company will continue operations until 2036 unless earlier terminated and
dissolved in accordance with the provisions of the limited liability company agreement. The Company is
registered with the National Assqciation of Securities Dealers, Inc. as a broker-dealer in securities.

On December 30, 2005, each of{the members of the Company assigned all of their membership interests
in the Company to a new pgrent company, Lincoln Partners LLC (the "Parent”) in exchange for
membership interests in the Pargnt.

The majority members of the Pdrent are Robert Bruce Barr and Lawrence James Lawson, III, who serve
as managers of the Company.

The Company considers all highly liquid debt instruments acquired with a maturity of three months or less
to be cash equivalents. Cash ang equivalent include money market funds,

Investment banking fees are rdcognized at the time the transaction is completed and the income is
reasonably determinable. Advisory fees are recognized as earned.

Investments are recorded at fair value, as determined by management.

Depreciation and amortization jare computed under accelerated or straight-line methods over the
estimated useful lives of the assets as follows:

Computer software aTd equipment 3 years
Other equipment 5 years
Furniture 7 years
Leasehold improvements (straight-line) Lease term

Under the provisions of the Intefnal Revenue Code, the Company is treated as a division of the Parent,
which is a flow-through entity. JAccordingly, no provision or benefit for federal income taxes has been
made as the Company's taxable income or loss is included in the tax return of the Parent.

In preparing financial statements jn conformity with accounting principles generally accepted in the United
States of America, management|makes estimates and assumptions affecting the reported amounts of
assets and liabilities and disclogures of contingent assets and liabilities at the date of the financial
statements, as well as the reportgd amounts of revenue and expenses during the reporting period. Actual
results could differ from those est|mates.




Lincoln International LLC
Notes to the Statement of Financial Condition

December 31, 2006

Note 2 Furniture, Equipment and Leasehold Improvements

At December 31, 2006, furniturg, equipment and leasehold improvements consist of:

Furniture and equipment
Leasehold improvemients

Accumulated depreciation and amortization

Note3 Operating Agreement

$ 1,595,387

394,009

1,989,396
(806,775)

$ 1,182,621

The operating agreement limits distributions to the Parent so that member's equity will not be less than
$1,000,000. On January 1, 2007, the operating agreement was amended to remove this limitation.

Note4 Commitments

The Company leases office space for its Chicago office under a noncancelable operating lease agreement

that expires on December 31, 2015.

In addition, the Company has anJoperating lease on its New York City office that expires on February 29,

2012. In connection with the le

se, the Company has delivered an irrevocable standby letter of credit to

the primary landlord in the amoynt of $233,523. The letter of credit is collateralized by the Company's

certificate of deposit, which bearg interest at 5.12 percent, and matures on August 7, 2007.

Future minimum annual rentals required under the lease agreements, excluding additional payments for

certain operating, tax and maintepance costs, are approximately as follows:

2007
2008
2009
2010
2011
Thereafter

Note 5 Employee Benefit Plan

The Company maintains a qualifigd profit-sharing and 401(k) plan for the benefit of ali employees who
have attained age 18. Any empldyer match of participants’ contributions is discretionary and is only for
xed 1,000 hours during the year and have completed six months of

eligible employees who have wor
service.

$

745,000
820,000
843,000
867,000
890,000
1,901,000

$ 6,066,000




Notes to the Statement of Financial Condition

Lincoln International I:’LLC
December 31, 2006

Note 6 Concentration of Credit Risk

The Company maintains deposits at financial institutions that at times may exceed federally insured limits.
The Company has not experienced any losses in these accounts and management believes the Company
is not exposed to any significant credit risks.

Note 7 Related-Party Tﬂansactions

Certain members of the Comppny are affiliated with Riverlake Partners L.L.C. ("Riverlake"), a private
equity fund, which refers busingss to the Company. Riverlake reimburses the Company for expenses paid
and services performed on its |behalf, of which $1,642 is included in receivable from related party at
December 31, 2006.

Throughout 2006, certain payments were made by the Company on behalf of several new affiliated
companies, including the Parent. The Company also earns from and pays assistance fees to these
affiliates, At December 31, 2008, the Company had a receivable from these affiliates of $242,867.

Note 8 Net Capital Reqquements

The Company is subject to the $ecurities and Exchange Commission Uniform Net Capital Rule (SEC Rule
15¢3-1). Under this rule, the Company is required to maintain "net capital” equivalent to $5,000 or 6-2/3
percent of "aggregate indebtedness,” whichever is greater, as these terms are defined.

Net capital and aggregate ind¢btedness change from day to day, but at December 31, 2006, the
Company had net capital and net capital requirements of $3,500,273 and $166,382, respectively. The net
capital rule may effectively restrigt distributions to the Parent.

Note 9 Subsequent Even

Subsequent to year-end, the Company made distributions to the Parent in the amount of $3,000,000 that
originated from 2006 earnings.




